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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To the Governing Board of
Humanities Montana
Missoula, Montana

Opinion

We have audited the financial statements of Humanities Montana (a nonprofit organization), which
comprise the statement of financial position as of October 31, 2024, and the related statements of
activities, functional expenses, and cash flows for the year then ended, and the related notes to the
financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of Humanities Montana as of October 31, 2024, and the changes in its net assets
and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS) and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are required to be independent of
Humanities Montana and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audits. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Loss of Federal Funding

As discussed in Note 2 to the financial statements, Humanities Montana. Management’s evaluation
of the events and conditions and management’s plans to mitigate these matters are also described
in Note 2. Our opinion is not modified with respect to this matter.

Other Matter
The financial statements of Humanities Montana for the year ended October 31, 2023 were audited
by another auditor who expressed an unmodified opinion on those statements on April 25, 2024.
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Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Humanities
Montana’s ability to continue as a going concern for one year after the date that the financial
statements are issued or when applicable, one year after the date that the financial statements are
available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will
always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of Humanities Montana’s internal control. Accordingly, no such
opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Humanities Montana’s ability to continue as a
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

.



Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The Schedule of Expenditures of Federal Awards, as required by Title 2 U.S. Code of
Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance) is presented for purposes of additional
analysis and is not a required part of the financial statements. Such information is the responsibility
of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statements or to the financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the Schedule of Expenditures of Federal Awards is fairly stated,
in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 4,
2025 on our consideration of Humanities Montana’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of Humanities Montana’s internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Humanities Montana’s internal control over financial
reporting and compliance.

C()mm QMM»%ZXOM\M,,CPM

Carver Florek & James, CPA’s
Missoula, Montana
June 4, 2025
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HUMANITIES MONTANA
STATEMENTS OF FINANCIAL POSITION
October 31, 2024 and 2023

2024 2023
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 201,507 $ 267,327
Grants receivable 97,216 131,151
Prepaid expenses 12,312 3,864
Total current assets 311,035 402,342
PROPERTY PLANT AND EQUIPMENT
Equipment 5,169 5,169
Works of art 2,695 2,695
Website 38,230 42,513
Accumulated depreciation and amortization (32,097) (24,802)
Total property plant and equipment 13,997 25,575
OTHER ASSETS
Endowment - Montana Community Foundation 99,523 84,921
Total other assets 99,523 84,921
Total assets $ 424,555 $ 512,838
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable $ 93,830 $ 16,142
Accrued liabilities 985 3,778
Compensated absences 14,508 11,525
Re-grants payable - 29,000
Total current liabilities 109,323 60,445
NET ASSETS
Without donor restrictions 213,014 284,777
With donor restrictions 102,218 167,616
Total net assets 315,232 452,393
Total liabilities and net assets $ 424,555 $ 512,838

-4-
The accompanying notes are an integral part of these financial statements



HUMANITIES MONTANA
STATEMENT OF ACTIVITIES
For the Year Ended October 31, 2024

Without With
Donor Donor
Restriction Restriction Total
REVENUES, GAINS AND OTHER SUPPORT
Federal grant revenue $ 1,031,312 $ - $ 1,031,312
Other grant revenue 8,438 - 8,438
Contributions 37,001 - 37,001
Royalties 134 - 134
Investment income, net 2,341 18,736 21,077
Net assets released from restriction 84,134 (84,134) -
Total revenue, gains and other support 1,163,360 (65,398) 1,097,962
EXPENSES
Program services 854,122 - 854,122
Administration 298,227 - 298,227
Fundraising 82,774 - 82,774
Total expenses 1,235,123 - 1,235,123
Change in net assets (71,763) (65,398) (137,161)
Net assets without donor restrictions, beginning of year 284,777 167,616 452,393
Net assets without donor restrictions, end of year $ 213,014 $ 102,218 $ 315,232

-5-
The accompanying notes are an integral part of these financial statements



HUMANITIES MONTANA
STATEMENT OF ACTIVITIES
For the Year Ended October 31, 2023

Without With
Donor Donor
Restriction Restriction Total
REVENUES, GAINS AND OTHER SUPPORT
Federal grant revenue $ 812,342 $ - $ 812,342
Other grant revenue 87,000 80,000 167,000
Contributions 26,438 - 26,438
In-kind contributions 3,466 - 3,466
Royalties 433 - 433
Investment income, net 1,710 5,505 7,215
Net assets released from restriction 4,094 (4,094) -
Total revenue, gains and other support 935,483 81,411 1,016,894
EXPENSES
Program services 555,676 - 555,676
Administration 299,892 - 299,892
Fundraising 47,039 - 47,039
Total expenses 902,607 - 902,607
Change in net assets 32,876 81,411 114,287
Net assets without donor restrictions, beginning of year 251,901 86,205 338,106
Net assets without donor restrictions, end of year $ 284,777 $ 167,616 $ 452,393

-6-
The accompanying notes are an integral part of these financial statements



Salaries and fringe benefits
Re-grants
Program honoraria and travel
Board expenses
Professional services
Dues and subscriptions
Postage and printing
Supplies
Network and database expense
Professional development
Rent and administration
Adpvertising
Insurance
Endowment expense
Website expense
Amortization

Totals

HUMANITIES MONTANA
STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended October 31, 2024

Program
Services Administration Fundraising Totals
$ 301,943 $ 199,451 $ 60,120 $ 561,514
256,028 - 1,000 257,028
224,886 4,379 7,298 236,563
26,107 - - 26,107
12,544 27,501 5,285 45,330
25 21,188 420 21,633
2,967 1,593 4,459 9,019
7,599 7,743 1,539 16,881
- 11,905 - 11,905
1,448 758 322 2,528
7,244 4,662 1,209 13,115
- 2,012 - 2,012
- 1,850 - 1,850
- - 1,122 1,122
- 15,185 - 15,185
13,331 - - 13,331
$ 854,122 $ 298,227 $ 82,774 $ 1,235,123

-7-

The accompanying notes are an integral part of these financial statements



Salaries and fringe benefits
Re-grants
Program honoraria and travel
Board expenses
Professional services
Dues and subscriptions
Postage and printing
Supplies
Network and database expense
Professional development
Rent and administration
Advertising
Insurance
Website expense
Amortization

Totals

HUMANITIES MONTANA

STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended October 31, 2023

Program
Services Administration Fundraising Totals
$ 182,984 $ 196,188 $ 38,522 $ 417,694
184,631 - - 184,631
143,158 1,564 344 145,066
25,253 - - 25,253
4,450 25,674 3,500 33,624
3,500 20,172 - 23,672
1,898 2,484 1,140 5,522
4,069 5,059 683 9,811
2,107 5,572 646 8,325
388 14,665 - 15,053
2,798 8,597 2,026 13,421
- - 25 25
440 1,318 153 1,911
- 11,600 - 11,600
- 6,999 - 6,999
$ 555,676 $ 299,892 $ 47,039 $ 902,607

-8-

The accompanying notes are an integral part of these financial statements



HUMANITIES MONTANA
STATEMENTS OF CASH FLOWS
For the Years Ended October 31, 2024 and 2023

2024 2023

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ (137,161) $ 114,287
Adjustments to reconcile change in net assets
to net cash from operating activities:

Amortization expense 13,331 6,999
(Increase) Decrease in:

Grants receivable 33,935 (29,348)

Prepaids expenses (8,448) 2,675

Endowment - Montana Community Foundation (14,602) (1,411)
Increase (Decrease) in:

Accounts payable 77,688 (10,016)

Accrued Liablilities (2,793) 742

Compensated absences 2,983 (6,996)

Re-grants payable (29,000) (15,500)
Net cash flows from operating activities (64,067) 61,432

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of capital assets (1,753) (7,570)

Net cash flows from investing activities (1,753) (7,570)
Net change in cash, cash equivalents, and restricted cash (65,820) 53,862
Cash and cash equivalents and 267,327 213,465

resticted cash, beginning of year

Cash and cash equivalents and $ 201,507 $ 267,327
restricted cash, end of year

9.
The accompanying notes are an integral part of these financial statements



HUMANITIES MONTANA
NOTES TO THE FINANCIAL STATEMENTS
Years Ended October 31, 2024 and 2023

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization - Humanities Montana (the "Organization") is a non-profit corporation incorporated
in 1972 under the laws of the State of Montana. The Organization is exempt from income taxes
under Section 501(c)(3) of the Internal Revenue Code. Humanities Montana is located in
Missoula, Montana and was formed at the invitation of the National Endowment for the
Humanities to encourage and promote, through grants or other arrangements with non-profit
groups, education in and public understanding and appreciation of the humanities in Montana.
This is accomplished through providing services and grants in support of public programs in
history, literature, philosophy, and other disciplines of the humanities. The educational and
cultural programs sponsored by the Organization encourage Montanans to reflect on humanity's
creative achievements, to conserve cultural diversity, and foster appreciation of culture.

The Board of Directors is composed of both public representatives and representatives of the
humanities institutions and disciplines in the State of Montana. The Governor of the State of
Montana appoints up to four members of the Board of Directors.

Basis of Accounting - Humanities Montana uses the accrual basis of accounting and, accordingly,
the financial statements reflect all significant receivables, payables, and other liabilities. Revenues
are recognized when earned and expenses are recorded when services are rendered and the
liability is incurred. The Organization measures financial instruments at fair value. Fair value is
defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. Investments are
recorded at quoted active market prices at the reporting date for identical assets (Level 1).

Accounting Standards Update - During the year ended October 31, 2023, the Organization has
adopted FASB ASU (Accounting Standards Update) 2016-02, Leases (Topic 842), which
supersedes existing guidance for accounting for leases under Topic 840, Leases. This also
includes the following additional ASU's, which amend and clarify Topic 842: ASU 2018-01,
Leases (Topic 842): Land Easement Practical Expedient for Transition to Topic 842; ASU 2018-
10, Codification Improvements to Topic 842, Leases; ASU 2018-11, Leases (Topic 842):
Targeted Improvements; ASU 2018-20, Leases (Topic 842): Narrow-Scope Improvements for
Lessors; ASU 2019-01, Leases (Topic 842): Codification Improvements; ASU 2019-10, Financial
Instruments - Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and Leases (Topic
842): Effective Dates; ASU 2020-05, Revenue from Contracts with Customers (Topic 606) and
Leases (Topic 842) Effective Dates for Certain Entities; and ASU 2021-05, Leases (Topic 842):
Lessors - Certain Leases with Variable Lease Payments. The most significant change in the new
leasing guidance is the requirement to recognize right-to-use (ROU) assets and lease liabilities for
operating leases on the statement of financial position. The effects of the adoption of these ASU's
have been applied retrospectively as if the ASU's had always been in place. The Organization has
elected to apply the short-term lease exception to all leases with a term of one year or less.

-10 -



HUMANITIES MONTANA
NOTES TO THE FINANCIAL STATEMENTS
Years Ended October 31, 2024 and 2023

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Classification of Net Assets - The financial statement presentation follows the recommendations
of Financial Accounting Standards Board Accounting Standards Codification 958, Not-for-Profit
Entities (FASB ASC 958). Under FASB ASC 958, the Organization is required to report
information regarding its financial position and activities according to the two following classes
of net assets:

Net assets without donor restrictions represent net amounts that have been earned and expended
according to contract restrictions and net amounts from generally unrestricted activities. Grants
and donor-restricted contributions received in a fiscal year whose restrictions were met in the
same fiscal year are reported as net assets without donor restriction. Net assets without donor
restrictions include cash and fixed assets that are contractually designated for operations.

Net assets with donor restrictions represent resources restricted by donors as to purpose or by
passage of time, or resources whose use by the Organization is limited by donor-imposed
stipulations that neither expire by passage of time nor can be fulfilled or otherwise removed by
actions of the Organization.

Revenue and Revenue Recognition - The Organization recognizes contributions when cash,
securities, or other assets; an unconditional promise to give; or a notification of a beneficial
interest is received. Conditional promises to give, those with a measurable performance or other
barrier and a right of return, are not recognized until the conditions on which they depend have
been met.

The Organization historically has no material revenue from contracts with customers. A majority
of the Organization's revenue is derived from cost-reimbursable federal and state contracts and
grants, which are conditioned upon certain performance requirements and/or the incurrence of
allowable qualifying expenses. Amounts received are recognized as revenue when the
Organization has incurred expenditures in compliance with specific contract or grant provisions.
Amounts received prior to incurring qualifying expenditures are reported as unearned revenue in
the statement of financial position.

Contributed Nonfinancial Assets - The Organization's policy related to gifts-in-kind is to utilize
them to carry out the mission of the Organization. If an asset is provided that does not allow the
Organization to utilize it in its normal course of business, the asset will be sold at its fair market
value as determined by appraisal or specialist depending on the type of asset.

-11 -



HUMANITIES MONTANA
NOTES TO THE FINANCIAL STATEMENTS
Years Ended October 31, 2024 and 2023

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Contributed Nonfinancial Assets (Continued) - The Organization received contributions of
volunteer time, matching project funds, and miscellaneous items with an estimated value of
$840,990 and $752,973 for the years ended October 31, 2024 and 2023, respectively. These
amounts have not been recorded in these financial statements because they do not meet the
requirements for recognition under accounting principles generally accepted in the United States
of America.

Cash and Cash Equivalents and Investments - For purposes of the Statement of Cash Flows, the
Organization considers cash in banks, cash on hand, and highly liquid investments with an initial
maturity of three months or less to be cash equivalents. Cash deposits at financial institutions are
insured by the Federal Deposit Insurance Corporation (FDIC). At times during the year, cash
balances may be in excess of the FDIC insured limit. Management does not consider this to be a
significant risk.

Investments - The Organization's investments are held and managed by the Montana Community
Foundation. Investment balances are stated at fair value based on quoted prices in active markets
for identical assets (Level 1). Interest, dividends, and realized and unrealized gains and losses are
included in investment income. The composition of investments within this account are
determined solely by the Montana Community Foundation. As such, the cost basis of these
investments is not available.

Fixed Assets - The Organization capitalizes equipment with an acquisition cost of $5,000 or more
per unit and an estimated useful life of at least three years. Property and equipment is stated at
cost and depreciated on a straight-line basis over the estimated useful life of the assets. Works of
art are stated at cost and are not depreciated, because the salvage value is expected to be in excess
of cost.

Vacation and Sick Leave - The Organization records a liability for 100 percent of accumulated
vacation benefits and 25 percent of accumulated sick leave benefits. After a six-month
probationary period, the Organization pays terminated employees the full amount of accumulated
vacation up to 240 hours and 25 percent of all accumulated sick leave.

Advertising Costs - The Organization expenses the costs of advertising as incurred. Total
advertising expense was $2,012 and $27 during the years ended October 31, 2024 and 2023,
respectively.

-12 -



HUMANITIES MONTANA
NOTES TO THE FINANCIAL STATEMENTS
Years Ended October 31, 2024 and 2023

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Functional Allocation of Expenses - The costs of providing program and supporting services have
been summarized on a functional basis in the statement of activities and the statement of
functional expenses. Certain administrative and other costs have been allocated among the
programs based on specific identification or based on estimates of the expenses incurred. The
primary activity groups and their related purposes are summarized as follows:

Program Service - Expenses which are associated with the Organization's objectives and
purpose.

Administrative Expenses - Expenses which allow the Organization to operate and provide
support to program services, but are not directly attributable to the provision of program
services.

Fundraising Expenses - Provides for time and materials related to appeals to donors and
creation of public awareness and support for the Organization's mission.

These expenses require allocation on a reasonable basis that is consistently applied. The expenses
that are allocated on the table below include:

Expense Method of Allocation
Salaries and fringe benefits Time and effort, purpose
Program honoraria and travel Purpose

Professional development Time and effort

Rent and administration Time and effort
Professional services Time and effort, purpose
Postage and printing Time and effort

Dues and subscriptions Purpose

Network and database expense Time and effort
Advertising Purpose

Supplies Time and effort
Telephone Time and effort
Insurance Time and effort
Miscellaneous Purpose

Board expenses Purpose

Income Taxes - Humanities Montana is a 501(c)(3) organization and is exempt from federal and
state income taxes. A provision for income taxes has not been recorded, because the Organization

had no business income unrelated to its exempt activities during the years ended October 31, 2024
and 2023.

-13-



HUMANITIES MONTANA
NOTES TO THE FINANCIAL STATEMENTS
Years Ended October 31, 2024 and 2023

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Concentration of Risk - The Organization has a concentration of risk related to its revenue
sources. The Organization received approximately 94% and 80% of its total revenue from the
National Endowment for Humanities grant during the years ended October 31, 2024 and 2023,
respectively. A substantial change in the level of funding could have a significant impact on the
operations of the Organization.

Use of Estimates - The preparation of the financial statements in conformity with Accounting
Principles Generally Accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets, liabilities, revenues, and
expenses. Actual results could differ from those estimates.

Management of Liquid Resources - The Organization is substantially supported by federal
granting agencies. Additional funding is obtained from contributions and donations. For
donations and grants received with donor restrictions, the Organization must maintain adequate
resources to meet those responsibilities to donors. Thus, some of the Organization's financial
assets may not be available for general expenditure within one year of the date of the statement of
financial position. The Organization manages its liquidity to make financial assets without donor
restrictions available for general expenditures, liabilities, and other obligations as they come due.

Reclassifications — Certain reclassifications have been made to the prior year financial statements
to conform to classifications used in the current year. These reclassifications had no impact on
change in net assets previously reported.

GOING CONCERN ISSUES ARISING FROM LOSS OF FEDERAL FUNDING

The Organization is one of 56 state and jurisdictional humanities councils across the nation
created by Congress and primarily funded through a general operating support (GOS) grant from
the National Endowment for the Humanities (NEH). On April 2, 2025, the Organization received
a grant termination notice which immediately cancelled the GOS grant which accounted for
approximately 94% ofits revenue for the year ended October 31, 2024. The loss of GOS funding
raises substantial doubt about the Organization’s ability to continue as a going concern within one
year after issuance date of the financial statements.

As a result the Organization is implementing several changes:

e Due to the immediate loss of significant funding, the Organization’s Management
immediately paused NEH funded programming and grantmaking activities, including
cancellation of upcoming speakers bureau events as well as any staff travel. Contracts and
other immediate expenses were evaluated and cancelled as appropriate. The privately
funded Democracy Project program continued operating.

-14 -



HUMANITIES MONTANA
NOTES TO THE FINANCIAL STATEMENTS
Years Ended October 31, 2024 and 2023

2. GOING CONCERN ISSUES ARISING FROM LOSS OF FEDERAL FUNDING
(CONTINUED)

e On April 23,2025, Management announced additional downsizing, including staff layofts
for four of six staff effective June 2, 2025. The Executive Director and Program Manager
(responsible for Democracy Project) will remain on staff.

e Emergency fundraising efforts began both with the Organization and on behalf of all state
and jurisdictional humanities councils through the Federation of State Humanities
Councils (FSHC), a nonprofit membership organization to which the Organization pays
annual dues.

o A pressrelease and Op-Ed were immediately sent out to media outlets throughout
the state. News was also shared on the Organization’s social media and through
email communications. As a result, the Organization raised over $120,000 through
its emergency fundraising in April 2025.

o Additionally, the Mellon Foundation awarded a $15M grant to FSHC to disburse
to each council; the Organization will receive $200,000 and a matching grant of
up to $50,000.

o A meeting with Susan O’Connor, a trustee with the Engelhard Foundation,
confirmed that they are committed to continuing support of the Democracy
Project program, a teen led civic engagement program that is run through libraries
across the state, with secured operating support.

o On April 30, 2025, the Organization’s finance committee voted to recommend a
revised FY25 budget that centers around continuing the privately funded
Democracy Project program.

o Additionally, Organization management filed a letter of appeal for the termination
of the grant to the NEH, and secured pro-bono legal counsel. The FSHC also
secured legal counsel on behalf of its membership. Advocacy efforts to Congress
to reinstate funding for humanities councils also took place.

o On April 29th, Organization management submitted an application for funding to
the NEH for FY26 General Operating Support.

The accompanying financial statements have been prepared assuming that the Organization will
continue as a going concern; however, the above conditions raise substantial doubt about the
Organization’s ability to do so. The financial statements do not include any adjustments to reflect
the possible future effects on the recoverability and classification of assets or the amounts and
classifications of liabilities that may result should the Organization be unable to continue as a
going concern.

- 15 -



HUMANITIES MONTANA
NOTES TO THE FINANCIAL STATEMENTS
Years Ended October 31, 2024 and 2023

FINANCIAL ASSETS

The following table reflects the Organization's financial assets as of the statement of financial
position date, reduced by amounts that are not available for general use due to contractual or
donor imposed restrictions within one year of the statement of financial position date:

2024 2023

Financial Assets, at Year End:

Cash and cash equivalents $ 201,507 $ 267,327

Grants receivable 97,216 131,151

Endowment - Montana Community Foundation 99,523 84,921
Total financial assets 398,246 483,399
Less financial Assets unavailable for general expenditures
Within One Year:

Endowment - Montana Community Foundation (99,523) (84,921)
Financial assets available to meet cash needs for general
expenditures within one year $ 298,723 $ 398,478

GRANTS RECEIVABLE

Grants receivable represent the balance of grant funds earned but not yet received in cash. The
Organization uses the allowance method to determine uncollectible grants receivable.
Management estimates the allowance for uncollectible grants receivable to be zero at October 31,
2024 and 2023. The balance of grants receivable at October 31, 2024 and 2023 is expected to be
collected within one year of the statement of financial position date.

- 16 -



HUMANITIES MONTANA
NOTES TO THE FINANCIAL STATEMENTS
Years Ended October 31, 2024 and 2023

ENDOWMENT

The Organization has an endowment held at the Montana Community Foundation (MCF). The
endowment consists of cash, fixed income investments, and equities that are fully managed by the
MCEF. As required by accounting principles generally accepted in the United States of America,
net assets associated with endowment funds are classified and reported based on the existence or
absence of donor-imposed restrictions.

Interpretation of Relevant Law

The Board of Directors and management of the Organization have interpreted the Uniform
Prudent Management of Institutional Funds Act (UPMIFA) as requiring the preservation of the
fair value of the original gift as of the gift date of the donor-restricted endowment funds absent
explicit donor stipulations to the contrary. As a result of this interpretation, the Organization
classifies as net assets with donor restrictions (a) the original value of gifts donated to the
permanent endowment, (b) the original value of subsequent gifts to the permanent endowment,
and (c) accumulations to the permanent endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund. In accordance
with UPMIFA, the Organization considers the following factors in making a determination to
appropriate or accumulate donor-restricted endowment funds:

(1) The duration and preservation of the fund

(2) The purposes of the Organization and the donor-restricted endowment fund
(3) General economic conditions

(4) The possible effect of inflation and deflation

(5) The expected total return from income and the appreciation of investments
(6) Other resources of the Organization

(7) The investment policies of the Organization
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HUMANITIES MONTANA
NOTES TO THE FINANCIAL STATEMENTS
Years Ended October 31, 2024 and 2023

5. ENDOWMENT (CONTINUED)

Changes in endowment net assets for the years ended October 31, 2024 and 2023 are as follows:

Without
Donor With Donor
Restriction Restriction Total

Endowment net assets, October 31, 2022 $ - $ 83510 $ 83,510
Investment return

Investment loss, net - (160) (160)

Net appreciation, realized and unrealized - 5,665 5,665
Reclassification adjustment 4,094 (4,094) -
Appropriations for expenditure (4,094) - (4,094)
Endowment net assets, October 31, 2023 - 84,921 84,921
Investment return

Investment loss, net - (172) (172)

Net appreciation, realized and unrealized - 18,908 18,908
Reclassification adjustment 4,134 (4,134) -
Appropriations for expenditure (4,134) - (4,134)
Endowment net assets, October 31, 2024 $ - $ 99523 $ 99,523

The portion of endowment net assets whose use is restricted either by explicit donor stipulation or
by UPMIFA that neither expires by the passage of time nor can be fulfilled or otherwise removed
by actions of the Organization at October 31, 2024 and 2023 were $55,911.

The portion of endowment net assets whose use was restricted by time was $43,612 and $29,010
at October 31, 2024 and 2023, respectively.

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level that the donor or UPMIFA requires the Organization to retain as a
fund of perpetual duration. In accordance with generally accepted accounting principles,
deficiencies of this nature are reported as assets with donor restriction. There were no such
deficiencies as of October 31, 2024 and 2023.

Return Objectives and Risk Parameters

The Organization has adopted investment and spending policies for endowment assets that
attempt to provide a predictable stream of funding to programs supported by its endowment while
seeking to maintain the purchasing power of the endowment assets. Under this policy, the
endowment assets are invested in a manner intended to produce results consistent with a balanced
bond and equity portfolio.
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HUMANITIES MONTANA
NOTES TO THE FINANCIAL STATEMENTS
Years Ended October 31, 2024 and 2023

ENDOWMENT (CONTINUED)

Strategies Employed for Achieving Objectives

The endowment assets are managed at the discretion of the MCF. To satisfy the Organization's
long-term rate-of-return objectives, the MCF relies on a total return strategy in which investment
returns are achieved through both capital appreciation (realized and unrealized) and current yield
(interest and dividends). The MCEF targets a diversified asset allocation to achieve its long-term
return objectives within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Organization's policy is to not make any significant withdrawals from the endowment until
the corpus reaches $100,000. In establishing this policy, the Organization considered the long-
term expected return on its endowment. Accordingly, over the long term, the Organization
expects the current spending policy to allow its endowment to grow. This is consistent with the
Organization’s objective to maintain the purchasing power of the endowment assets held in
perpetuity or for a specified term as well as to provide additional real growth through new gifts
and investment return.

ENDOWED PERPETUAL TRUST

The Organization has been named a beneficiary of a perpetual trust held by the Montana
Community Foundation (MCF), which was created by donation. Under the agreement set forth by
the MCF, the Organization does not have variance power over the trust and, therefore, has not
recorded it in the financial statements. The Organization receives distributions from the trust's
annual income under a reasonable structure as set forth by the MCF. Income received annually
from the trust is reported in the statement of activities as an increase in net assets without donor
restriction. Distributions received from the endowed perpetual trust during the years ended
October 31,2024 and 2023 were $816 and $779, respectively. The balance of the trust at October
31, 2024 and 2023 is $20,805 and $18,028, respectively.

RE-GRANTS

Re-grant expense is recognized when the funds to be re-granted are obligated. Funds are
considered obligated on the date re-grant award documents are approved by the board. A
corresponding re-grant payable is recorded until the funds are disbursed to the recipients.
Unclaimed re-grants revert to the Organization as program income and must be expensed under
the same terms as the original grant award.

LEASES
The Organization has an operating lease for an office space in Missoula, Montana on an annual

lease that has no renewal options. Short-term lease costs for this lease were $7,062 and $6,726
during the years ended October 31, 2024 and 2023, respectively.
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HUMANITIES MONTANA
NOTES TO THE FINANCIAL STATEMENTS
Years Ended October 31, 2024 and 2023

RISK MANAGEMENT

The Organization faces a number of risks including (a) loss or damage to property, (b) general
liability, (c) workers compensation, and (d) employee medical insurance. Commercial insurance
policies are purchased for loss or damage to property, general liability, and employee medical
insurance.

EMPLOYEE BENEFITS

The Organization participates in the Teachers Insurance and Annuity Association College
Retirement Equities Fund (Plan) to provide retirement benefits for eligible employees. The Plan is
a Section 403(b) defined contribution retirement plan. Plan contributions are invested, at the
direction of the participant, in one or more of the funding vehicles available under the plan.

Employees are eligible to make elective deferrals on the first of the month following employment
and can contribute up to the maximum amount allowed by law. Employees are eligible for
employer match up to 10 percent of the employee's salary. For the years ending October 31,2024
and 2023, the Organization contributed $38,363 and $23,301 in matching contributions,
respectively.

NET ASSETS WITHOUT DONOR RESTRICTIONS

Net assets without donor restrictions are as follows at October 31:

2024 2023
Invested in property and equipment, net $ 13,997 $ 25,575
Undesignated 199,017 259,202
Total net assets without donor restriction $ 213,014 $ 284,777
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HUMANITIES MONTANA
NOTES TO THE FINANCIAL STATEMENTS
Years Ended October 31, 2024 and 2023

12. NET ASSETS WITH DONOR RESTRICTION

13.

Net assets with donor restrictions are as follows at October 31:

2024 2023
Grants receivable - time and purpose restriction $ - $ 80,000
Works of art 2,695 2,695
Endowment earnings in excess of corpus 43,612 29,010
Donor restricted endowment 55,911 55,911
Total net assets with donor restriction $ 102,218 $ 167,616

The table above presents the composition of net assets with donor restrictions. As of October 31,
2024 and 2023, $43,612 and $109,010, respectively, are restricted by donors by the passage of
time. Additionally, as of October 31, 2024 and 2023, $55,911 is restricted in perpetuity by
donors.

SUBSEQUENT EVENTS

As discussed in Note 2 to the financial statements, the Organization received notice that their
general operating support grant from the National Endowment for the Humanities was terminated.

Management has evaluated subsequent events through June 4, 2025, the date on which the

financial statements were available to be issued. Management noted that all federal funding has
been lost.
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HUMANITIES MONTANA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended October 31, 2024

FEDERAL SOURCE
PASS THROUGH Federal Assistance Pass-Through Entity Total Federal Awards to
PROGRAM Listing Number Identifying Number Expenditures Subrecipients
National Endowment for the Humanities
Direct
Grant #50-289884-23 45.129 $ 953,004 § 176,920
Grant #550-296479-23 45.129 51,377 -
Grant #550-296674-23 45.129 20,000 17,308
Total National Endowment for the Humanities 1,024,381 194,728

Total Expenditures of Federal Awards $ 1,024,381 § 194,728

-0
See Independent Auditor’s Report and notes to the Schedule of Expenditures of Federal Awards



HUMANITIES MONTANA
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended October 31, 2024

BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes federal
award activity of Humanities Montana under programs of the federal government for the year ended
October 31, 2024. The information in this Schedule is presented in accordance with the requirements
of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule
presents only a selected portion of the operations of Humanities Montana, it is not intended to and
does not present the financial position, changes in net assets, or cash flows of Humanities Montana.

SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES

The Schedule has been prepared on the accrual basis of accounting, which is the method of
accounting used for the financial statements. Such expenditures are recognized following Uniform
Guidance, wherein certain types of expenditures are not allowable or are limited as to
reimbursement.

INDIRECT COST RATE

Humanities Montana has not elected to use the 10 percent de minimis indirect cost rate method
allowed under Uniform Guidance.

RE-GRANTS

Humanities Montana provided re-grant awards to subrecipients based on the program guidelines.
The total amount provided to subrecipients was $194,728 for the year ended October 31, 2024.
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Governing Board of
Humanities Montana
Missoula, Montana

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of
Humanities Montana (a nonprofit organization), which comprise the statement of financial
position as of October 31, 2024, and the related statements of activities, functional expenses, and
cash flows for the year then ended, and the related notes to the financial statements, and have
issued our report thereon dated June 4, 2025.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Humanities
Montana’s internal control over financial reporting (internal control) as a basis for designing that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Humanities
Montana’s internal control. Accordingly, we do not express an opinion on the effectiveness of
Humanities Montana’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Humanities Montana’s financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statements. However, providing an opinion on
compliance with those provisions was not an objective of our audit and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
Humanities Montana’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering Humanities Montana’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.

C()xnw\, QM?GW,CPM

Carver Florek & James, CPA’s
Missoula, Montana
June 4, 2025
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH
MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH THE UNIFORM GUIDANCE

To the Governing Board of
Humanities Montana
Missoula, Montana

Report on Compliance for Each Major Federal Program

Opinion on Each Major Federal Program

We have audited Humanities Montana’s compliance with the types of compliance requirements
identified as subject to audit in the OMB Compliance Supplement that could have a direct and
material effect on Humanities Montana’s major federal program for the year ended October 31,
2024. Humanities Montana’s major federal program is identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs.

In our opinion, Humanities Montana complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended October 31, 2024.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America (GAAS); the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States
(Government Auditing Standards); and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those standards
and the Uniform Guidance are further described in the Auditor’s Responsibilities for the Audit of
Compliance section of our report.
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We are required to be independent of Humanities Montana and to meet our other ethical
responsibilities, in accordance with relevant ethical requirements relating to our audit. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion on compliance for each major federal program. Our audit does not provide a legal
determination of Humanities Montana’s compliance with the compliance requirements referred to
above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the
design, implementation, and maintenance of effective internal control over compliance with the
requirements of laws, statutes, regulations, rules and provisions of contracts or grant agreements
applicable to Humanities Montana’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion Humanities Montana’s compliance based on our audit. Reasonable assurance is a high level
of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with GAAS, Government Auditing Standards, and the Uniform Guidance will always
detect material noncompliance when it exists. The risk of not detecting material noncompliance
resulting from fraud is higher than for that resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.
Noncompliance with the compliance requirements referred to above is considered material, if there
is a substantial likelihood that, individually or in the aggregate, it would influence the judgment
made by a reasonable user of the report on compliance about Humanities Montana’s compliance
with the requirements of its major federal program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we:

» Exercise professional judgment and maintain professional skepticism throughout the audit.

 Identify and assess the risks of material noncompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding Humanities Montana’s compliance with the
compliance requirements referred to above and performing such other procedures as we
considered necessary in the circumstances.

+ Obtain an understanding of Humanities Montana’s internal control over compliance relevant to
the audit in order to design audit procedures that are appropriate in the circumstances and to
test and report on internal control over compliance in accordance with the Uniform Guidance,
but not for the purpose of expressing an opinion on the effectiveness of Humanities Montana’s
internal control over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other

matters, the planned scope and timing of the audit and any significant deficiencies and material
weaknesses in internal control over compliance that we identified during the audit.

27 -



Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance,
such that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to
identify all deficiencies in internal control over compliance that might be material weaknesses or
significant deficiencies in internal control over compliance. Given these limitations, during our audit
we did not identify any deficiencies in internal control over compliance that we consider to be
material weaknesses, as defined above. However, material weaknesses or significant deficiencies in
internal control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements
of the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

COVVHN QM?EW,CPM

Carver Florek & James, CPA’s
Missoula, Montana
June 4, 2025
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HUMANITIES MONTANA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended October 31, 2024

Section I — Summary of Auditors’ Results:

Financial Statements
Type of report the auditor issued on whether the financial statements
audited were prepared in accordance with GAAP Unmodified

Internal control over financial reporting:
Material weaknesses identified? No

Significant deficiencies identified not considered

to be material weaknesses? No
Noncompliance material to the financial statements noted? No
Federal Awards
Internal control over major programs:
Material weaknesses identified? No

Significant deficiencies identified not considered
to be material weaknesses? No

Type of auditor’s report issued on compliance for major programs: Unmodified

Audit findings disclosed that are required to be reported in
accordance with 2 CFR 200.516(a)? No

Identification of Major Program:
U.S. Department of Health and Human Services
Promotion of the Humanities ALN 45.129

The dollar threshold used to distinguish between Type A and Type B programs as described in the
Uniform Guidance was $750,000.

Auditee qualified as a low-risk auditee? No
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Section II — Financial Statement Findings - None Noted.

Section III — Federal Award Findings:

NO CURRENT YEAR FINDINGS.

Section IV — Summary Schedule of Prior Year Findings

NO PRIOR YEAR FINDINGS.
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